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IN THE MATTER OF SERVICE QUALITY DOCKET NO. E-01032A-99-0401
ISSUES, ANALYSIS OF TRANSMISSION , |
ALTERNATIVES AND PROPOSED PLAN OF DECISION NO._22(0 /[

ACTION IN THE SANTA CRUZ ELECTRIC
DIVISION OF CITIZENS UTILITIES COMPANY. OPINION AND ORDER

DATE OF HEARING: September 8, 1999 -
| PLACE OF HEARING: Phoenix, Arizona

PRESIDING OFFICER:  Barbara M. Behun

APPEARANCES: Mr. Craig A. Marks, Associate General Counsel,

Utilities Company, on behalf of Citizens Utilities Company',

Mr. Walter W. Meek, President, Arizona Utility Investors
Association; and

Mr. Peter Breen, Staff Attomney, on behalf of the Utﬂmes
Division of the Arizona Corporation Commission.

BY THE COMMISSION:
‘Having considered the entire record herein and being fully advised in the premises, the
Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

1. On October 20, 1998, Citizens Utilities Company, its divisions and subsidiaries
(“Citizens”) filed with Docket Control of the Commission a notice of intent to form a holding
company.’
| 2. Decision No. 61383 (January 29, 1999) directed Citizens to file an analysis of
alternatives and Plan of Action to rectify the service problems in the Santa Cruz Electnc Division, for
approval at Open Meeting, and ordered that a hearing be held regarding Citizens’ request.

3. By Procedural Order dated February 24, 1999, the holding company matter was

! The application was filed as Docket Nos. E-01032A-98-0611, ez al.




24 § AUIA appeared through its President, but did not present evidence.

DOCKET NO. E-01032.A-99-0401 |

scheduled for hearing on May 10, 1999.

4, Upon request by Citizens, the hearing was continued to September 8, 1999.

5. On October 27, 1998, the City of Nogales, Arizona filed a Complaint against Citizens
concerning electrical outages in Nogales, Arizona. |

6. Decision No. 61793 (June 29, 1999) dismissed the Complaint, with direction that
Citizens would provide a planhed service date and cost-benefit analysis for system components of a
second transmission line in the Plan of Action to be filed in compliance with Decision No. 61383.

7. Intervention has been granted to the An'zoné Payphone Association, the Residential
Utility Consumer Office, and the Anizona Utility Ihvestors ‘Association (“AUIA”).

3. On June 6, 1999, Citizens filed a letter in this docket, indicating that the proposed
separation would not take place. '

9.  On June 16, 1999, Citizens requested clariﬁca-tion of ?roéédurﬂ‘issﬁeé, due "t40 the
cancellation of the anﬁcipated separation.

10. A Procedural Conference was held on July 12, 1999.

11. - By Procedural Order dated July 15, 1999, the holding company docket was closed and
this docket opened to resolve the Commission’s concerns with réspect to Citizens’ Santa Cruz
Electric Division. The hearing remained scheduled for Séptember 8, 1999.

12. On August 9, 1999, the Commission’s Utilities Division Staff (“Staff”) and Citizens
filed a Setﬂement Agreement regarding Citizens’ Plan of Action.

13. On August 20, 1999, Staff a‘nd Citizens filed testimony in support of the Settlement
Agreement.

14. A hearing was held on September 8, 1999, before a duly appointed Hearing Officer of

the Commission, at which Citizens and Staff appeared throngh counsel and presented evidence. The

15.  The Settlement Agresment commits Citizens to a Plan of Action that is in compliance
with Decision Nos. 61383 and 61793 and incorporates Staff recommendations contained in pre-filed
testimony for those proceedings. The Settlement Agreement states that the Plan of Action includes

Citizens’ submittal of April 15, 1999, as supplemented on May 7, 1999 and July 13, 1999.

g DRCISION NO.



DOCKET NO. E-01032A.99.0401 |

16. The Settlement Agreement requires Citizens to build a second transmission line to
serve its customers in Santa Cruz County by December 31, 2003.

17.  Citizens has agreed to file for a Certificate of Compatibility for the new line by
November 11, 2000. The scheduled in-service date for the line is to be accelerated if an
Environmental Impact Stafement 1s not required. The Settlefnent Agreement also establishes a
framework for penalties applicable if Citizens fails to perform in accordance with its proposed
schedule.

18. If Citizens sells or divests its Santa Cruz Electric Division, the Settlement Agreement
requires the acquiring entity to fulfill Citizens’ obligations for the second transmission line as a
condition of the Commission’s approval of the sale.

19.  The Settlement Agreement preser;/es Staff’s right to challenge any capital expendituré
Citizens accrues in the course of constructing its Plan of ACﬁO;:l for the Santa Cruz Electric Division
filed for these proceedings. Staff has already noted some expenditure concerns in prior testimony.

20.  The parties égrced that a ruling on expenditures spould be post}ﬁoned until Citizens
files to recover its investment cost from customers.

21.  As agreed to by the parties, Item No. 7 in the Settlement Agreement should refer to
Docket No. E-1032A-99-0401, not Docket No. E-1032A-99-041. |

CONCLUSIONS OF LAW -

1. Citizens is an Arizona public service corporation within the meaning of Article XV,
Section 2, of the Arizona Constitution and A.R.S. § 40-246. B

2. The Commission has jurisdiction over Citizens and over the subject matter of this
docket.

3. Citizens’ Plan of Action as filed on April 15, 1999, and supplemented on May 7,. 1999
and July 13, 1999, complies with Decision Nos. 61383 and 61793.

4. The Settlement Agreement filed by the parties on August 9, 1999 1s in the public

interest and will be adopted by the Commission, with the correction as indicated in Findings of Fact

No. 21.
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DOC”"L NO. E-010324-99.0201
ORDER

Commission Staff and Citizens Utilities Companies shall be, and 1s hereby, adopted by the

Commission, with the correction indicated in Findings of Fact No. 21.

requirements of the Settlement Agreement.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

A Sl Aok 0

IT IS THEREFORE ORDERED the Seftlement Agreement filed on August 9, 1999 by

IT IS FURTHER ORDERED that Citizens Utilities Company 1s ordered to comply with the

COMMISSIONER COMMISSIONER

Secretary of the Arizona Corporation Cormmssmn, have
hereunto set my hand and caused the official seal of the
Comm sion to be affixed at the Capitol, m the City of Phoenix,

day of M pumps 1999.
SKIAN C. MeNEIL
EXECUTWE SEC
DISSENT
1BMB:dap

secision N0 [ 281
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IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive |
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BEFORE THE ARIZONA CORPORATION COMMISSION

CARL J. KUNASEK
CHAIRMAN

JIM IRVIN
COMMISSIONER

WILLIAM A, MUNDELL
COMMISSIONER

IN THE MATTER OF SERVICE QUALITY DOCKET NO. E-01032A-99-0401
ISSUES; ANALYSIS OF TRANSMISSION
ALTERNATIVES AND PROPOSED PLAN OF :
ACTION THE SANTA CRUZ ELECTRIC SETTLEMENT AGREEMENT

DIVISION OF CITIZENS UTILITIES BETWEEN COMMISSION STAFF
COMPANY AND CITIZENS UTILITIES
COMPANY

Citizens Utilities C'cimpany (“Citizens™) and the Arlzona Corporation
Commission Staff ("Staff”) agree as follows concerning Citizens” Plan of Action to - -
address service quality issues in its Santa Cruz Electric Diviéion, Citizens” Analysis
of Transmissian Alternatives and Citizens’ Schedule to construct a second
transmission line to serve its Santa Cruz Electric Division Customers.

1.  Citizens’ Plan of Action, as filed on Apreil 157, 1999, and
supplemented on May 7%, 1999, and July 13, 1993, complies with Decision Nos.
61383 and 61793. | |

2. Cltizens wil’[ praoceed with planning, permitting, and constructing a
second transmission line to serve its Santa Cruz Electric Division Customers,
subject to the siting process and schedule that Citizens filed on July 13", 1999,
Presently the preferred atternative is the Bicknell-Valencia route, but the parties
recognize that completion of transmission studles and environmental approvals
may identify another route as the route to be constructed.

3. Citizens will file for a Certificate of Environmental Compatability by
November 11, 2000. Citizens will endeavor to place the second transmission line
In service by four years after the date of a Commission Order a2pproving this

Settlement Agreement. If an Environmental Impact Statement is not needed,

_1,'
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Citizens will endeavor to achieve an in-service date of 39 months after the date of
a Commission Order approving this Settlement Agreement.
4, Delay Penalties

a. If the secpnd transrission line is not placed in service by
December 31, 2003, then Citizens will owe a penalty of $30,000/ month for
each full month of delay after Decembér 31, 2003. This penalty represents
liquidated damages for Cltizens’ faiture to fulfil its obligations under this
Agreement and will be for the benafit of Citizens’ Arizona electric

" customers. Citizens will compute and owe the penalty no later than 30
days after the transmission line’s actual in-service date. If the transmission
line is not in service by December 31, 2004, then on January 31, 2005,
Citizens wil| combﬁte and owe the accrued penalty for the previous year.
Citizens’ obligation wilt then continue in a itke manner on each January 31,
thereafter, until the transmission line is actually in service. In the year the
transmiséibn line is actually placed in servfce, Ciﬁzens will then compute
and owe the penalty no later than 30 days after the transmission line’s
actual in-service date. '

b.  No later than each date in the oreceding paragraph by wh;sc'h
Citizens is to compute and owe a penalty, Citizens will file with the
Commission its proposal as to which of Citizens’ electric customers will
receive the benefit of the penalty amount and how the benefit wil be}
distributed .(e.g., bill credit, credit to PPFAC bank balance, refund, or aother
methodalogy). The Commission will then determine by Order the
appropriate recipients and distribution methadelogy.

C. If Citizens believes that circumstances beyond its reasonable
contral (such as an unavoidable delay in obtaining a Certificate of
Environmental Compatability, court injunctio'n,. or other good cause, are
responsible for the delay, Citizens may apply -- no later than December 31,

2003 -- with the Commisslon to delay the December 31, 2003, date or to

9.
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waive the penalty. If Citizens makes such a filing, Staff and any other -

interested party may file a response either supporting, not objecting to, or

objecting to Citizens” application. The Commission will then determine the
appropriate relief, if any.

5. The Commission should condltion any sale or divestiture of Citizens’
Santa Cruz Electric Division upon the acquiring entity’s satisfactory commitment. -
that it will fulfill Citizens’ obligations set forth in paragraphs 2, 3 and 4 of this
Agreement. -

6. Staff's signature on this Settlement Agfeement in no way implies that
any capital expenditure that Citizens has made or will make in Santa Cruz County
was or is necessarily the !»east—cost option to resoive Santa Cruz County electric
service issues. In a future Citizens rate case, Staff may challenge the prudence
of any particular capital expendlture made for that purpose. Other than as
expressly set forth in this Settlement Agreement, Citizens’ signature in no way
implies that Citizens agrees with the statements made in Staff's testimony dated
July 16, 1999. Citizens or a successor may take any position concerning the
prudence of any partlcular capital expenditure made in Santa Cruz County to
resolve Santa Cruz County electric service issues. _

| 7. This Agreement resolveé all outstanding issues pending in Docket No.
E—01032A-99-0191. If this Agreement is not accepted by the Commission, none of
the Parties compromise or otherwise waive the positions they have taken or may
take on ’any of the issues addressed in their prefiled testimony to date.

8. The provisions of this Agreerhent are not severable and are effective
only after the Commission enters an order approving this Agreement without
moadification, If this Agreement is not approved by the Commission in the form
submitted, it is deemed withdrawn, and its stipulations are void.

9. The Parties urge the Commission to approve this Agreement.

Signatures follow next page:
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DATED August 9, 1999

T-706 P 307/007 B-dEE

Citizens Utilities Company

By: MD—%

Title: Vice President

Staff of the Arizona Corporation Commission

ay: T4 T W ks
Title: A@TtMG‘ D REL 7ol -
: w{'_; L foas DN o) ,‘ot\)
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BEFORE THE ARIZONA CORPORATION COMMISSION
irpama Cornoraien Commission
WILLIAM A, MUNDELL DOCKETED
Chatrman
JIM IRVIN P,
Commissioner T e
MARC SPITZER e

. i MO SENE A : ;
Commissioner : {W ?
e |

IN THE MATTER OF THE JOINT
APPLICATION OF TUCSON ELECTRIC
POWER COMPANY AND CITIZENS
COMMUNICATIONS COMPANY FOR A
CERTIFICATE OF ENVIRONMENTAL
COMPATIBILITY FOR A PROPOSED 343 KV
TRANSMISSION LINE SYSTEM FROM
TUCSON ELECTRIC POWER COMPANY'S
EXISTING SOUTH 343 KV SUBSTATION

IN SEC. 36. T.16S., R13E. SAHUARITA.
ARIZONA, TO THE PROPOSED GATEWAY
345/115 KV SUBSTATION IN SEC. 12, T.24S5..
R.I3E.. NOGALES, ARIZONA WITH A 115 KV
INTERCONNECTION TO THE CITIZENS
COMMUNICATIONS COMPANY'S 115 KV
VALENCIA SUBSTATION IN NOGALES.
ARIZONA. WITH A 345 KV TRANSMISSION
LINE FROM THE PROPOSED GATEWAY
SUBSTATION SOUTH TO THE INTER-
NATIONAL BORDER IN SEC. 13. T.248.
R.ISE.

DOCKET NOS. L-00000C-01-0111
L-C0000F-01-01 11

DECISION NO. (4350

wvvkuvvv\_/w|vw\_/nguwuv

The Arizona Corporation Commission (Commission™) has conducted its review, as
prescribed by A.R.S. § 40-360.07. Pursuant to ARS. § 40-360.07(R), the Commission, in
compliance with A.R.S. § 40-360.06 and in balancing the broad public interest, the need for an
adequate. economical and reliable supply of electric power with the desire to minimize the effect
thereof on the environment and ecology of this state:

The Commission finds and cencludes that the Certificate of Environmental Compatibility
(“CEC™) issued by the Arizona Power Plant and Transmission Line Siting Committee is granted as

modified and amended by this Order.

DECTSION NO. L¥3s,
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The Comnussion modifies Condition Number 6 as toliows:

0. Applicants shall 1mplement the mitigation measures and impact avoidance
recommendations set forth in the Harris Report and those recommended in the
additional Harris Report studies. Applicants shall also continue to completion those
studies that are ongoing as identified in the Harris Report.

The Commission modifies Condition Number § as tollows:

8. Applicants shail retain an archaeologist satisfactory to the State Historical

Preservation Ottice (SHPO). The archaeologist is to be on site during construction
activities to advise applicant in cennection with any additional archeological and
related studies that may be required and to manage cultural and historical
preservation etforts for archaeological sites that may be affected by the construction
of the Pfojéct transmission lines. The archaesologist shall meet and confer with
representatives of local Native American Nations and local historical societies to
determine any sensitive areas and determine if and how they can be avoided or
mitigated.

The Commission modifies Condition Number 9 as tollows:

9. Applicants shall retain a biologist satisfactory to the Arizona Game and Fish
Department.  The biologist is to be on-site during construction activities in
connection with any additional biological ané related studies that may be required
and to advise Applicants in connection with mitigation efforts for any endangered,
threatened and sensitive species that may be affected by the construction of the
Project transmission line.

The Commission modifies Condition Number 11 as follows:

1. In the final design and construction of the transmission line, Applicants shall:

(a)  use structures of a non-reflective nature that are to the greatest extent possible
consistent with the terrain and vegetation through which they are installed.
{b) use non-specular conductors and dulled structures of a selt-weathering

material and color suttable to the terrain and vegetation

> DECISION No. (¥ 3ST
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(c} use monopoles except in locauons where use of latiice towers would
minimize detrimental impacts upon the otal environment.

(d) When making specific easement routing decisions as to the ultimate pathway
to be tollowed for the construction of the transmission line. the applicant
shall make the minimization of any detrimental impact upon the total
environment the deciding factor as between different pathways within the
corridor approved by this decision.

The Commission modifies Condition Number 16 as follows:

i6. Applicants shall comply with thr-; recommendations. mitigation measures, and actions
to reduce or prevent environmentat imipact inciuded in the EIS.

The Comumission modifies the CEC 1o add the following two conditions:

29. Tk;e App‘lécénts. their successor(s) or assignee(s) shali submit a self-certification letter
annually. identitving which conditions contained in the CEC as amended, have been
met. Each letter shall be submitted to the Utilities Division Direc,t‘or on August 1,
beginning in 2002, describing conditions which have been met as of June 30.

b

Attached to sach certification fetter shall be documentation expla%ning_. in detail. how

compliance with each condition was achieved. Copies of each letter, along with the

corresponding documentation. shall also be submitted to the Arizona Attorney

General and the Directors of the Arizona Department of Environmental Quality,

Department of Water Resources. and Department of Commerce Energy Office.

30.  The authority to construct facilities granted by this Commission Decision shall be
revoked and the associated CEC rendered null and void in its entirety if (a) the
Applicans. their successor(s) or assignee(s) legally challenge any condition herein,
or (b) fail to comply with any condition herein as determined by the Commuission.

The Commission further modifies the CEC to add the following Ordering Paragraph:

The preterred alternative central route, cited in the Application at page 12, section

DECISION NO. /“’ (’L“Eg—é
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DOCKET NO. L-00000P-01-0111

1 APPROVED AS AMENDED BY ORDER OF THE

e

ARIJZONA CORPORATION COMMISSION.
v

4 M /W *—;f{eix_r—'?‘ 1‘:,-;,&&./ . 5";,/‘¢/“*”-~«.__/

5 CHAIRMAN /CO\/ IMISSIONER COMMISSIONER

Ll

o

6 J,f"f
[N WITNESS WHEREOF. I, BRIAN C. McNEIL, Executive
Secretary of the Arizona Corpomnon Commission, have
8 hereunto set my hand and caused the official seal of the
Commussion to t_ﬁ/afﬁ\ed t the Capitol, 1n the City of
9 Phoenix. this /57 dav of O/P’)HM,Q 2002.

; y //%/1 /

- _ BRIAN C. McVEIL
12 EX CLHTVESECRE

DISSENT
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' SEC.36, T.168., R.13E.. SAHUARITA,

BEFORE THE POWER PLANT AND TRANSMISSIUN
LINE SITING COMMITTEE

IN THE MATTER OF THE JOINT APPLICA- Case No. [ 11

TiON OF TUCSON ELECTRIC POWER

COMPANY AND CITIZENS COMMUNICA- Docket No. L-00000C-01-0t1!
TIONS COMPANY. OR THEIR ASSIGNEE(S). L-00000F-01-0111

FOR A CERTIFICATE OF ENVIRONMENTAL
COMPATIBILITY FOR A PROPOSED 343kV
TRANSMISSION LINE SYSTEM FROM

TUCSON ELECTRIC POWER COMPANY'S L35,
EXISTING SOUTH 345kV SUBSTATION IN DECISION NO. &

ARIZONA, TO THE PROPOSED GATEWAY
345/115kV SUBSTATION IN SEC.12, T.248., -
R.13E., NOGALES, ARIZONA, WITH A 115kV
INTERCONNECT TO THE CITIZENS ‘
COMMUNICATIONS COMPANY’S 115kV
VALENCIA SUBSTATION IN NOGALES,
ARIZONA, WITH A 345kV TRANSMISSION
LINE FROM THE PROPOSED GATEWAY
SUBSTATION SOUTH TO THE INTER-
NATIONAL BORDER IN SEC.13, T.245., R.13E. ' |

AMENDED CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY

Pursuant to notice given as provided by law. the Arizona Power Plantand Transmission Line
Siting Committee (the "Committee") held public hearings in Nogales, Arir~na, on May 7 and 8, 2001.
and in Phoenix. Arizona, on May 17, 2001, June 11, 2001, June 18, 2001, July 16, 2001, August
14.2001 and October 4. 2001 in conformance with the requirements of Arizona Revised Statutes
Sections 40-360. et seq.. for the purpose of receiving evidence and deliberating on the Joint
Application of Tucson Electric Power ~ompany ("TEP") and Citizens Communications Company
(“Citizens") (collectivelv. "Applicants”) for a Centificate of Environmental Compatibility in the above-

captioned case (the "Applicaton™).

-
-

L4352

DECISION NO.



1 The following members or designees of members of the Commiltes were present for the

[

hearing on the Application:

-

Laurie A. Woodall, Esq.. Chair  Designee tor Arvizona Atorney General Janet
Napoeliano

Richard Tobin Designee tor the Arizona Departiment of Environmental
Qualiny

n

Mark MeWhirter Designee for the Director of the Energy Office of the .
. Arizona Department of Commerce |

Ray Williamson Arizona Corporation Commission {7 ACCH)

AL Wavne Smuth Appointed Member

(e}

hEs

1 Sandie Snuth .-\ppoént;cl Member

$o
Fa

Mike Whalen Appointed Member

Michael Palmer Appointed Member

)

" wargaret Trujitlo Appointed Member

i_ Jett McGuire Appeinted Member

15 Applicant TEP was represented by Rayvmond S. Heyman. Esq.. of Roshka Heymnn-& DeWulf,
* PLC and Marcus G. Jerden, Esq. of the TEP Leual Department. Applicant Citizens was represented
i by Michael M. Grant. Esq.. of Gallagher & Kennedy. There were sixteen(16) intervenors: (1) the City
18

of Nogales, represented by Jose L. Machado. Esq.. City Artorney: {2) Santa Cruz Valley Citizens Council,
ig
2 Inc.. represented by Steven J. Dutfy, Esq.: (3) Santa Cruz County. represented by Holly I. Hawn. Esq.. ;mci
,, | Martha S. Chase. Esq.: (4) Arizona Center for Law in the Public [nterest. represented by Timothy M.
,» || Houan. Esq.; (3) Public Service Company of New Mexico. represented by Thomas H. Campbeli. Esq..

23 || (6) Arizona Utility Investors Association:' (7) the Sonvita Crossroads Community Forum: (8) Sky Islanc

Intervenor Arizona Utiling fzvestors Association did not retain counsel 10 represent it in thes
25 I proceedings. Mr. Walter M. Meek. a member af the Avizona Usility nvestors Association, participated in th
proceeding, pro sy

DECISION NO. Q 4{,1{(/0
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Alliance: (9) Maricopz Audubon Society: (107 the Sterva Club - Rincon Group: (11) Noble E. Rose. on

behalf of the Green Valley Community Coordinating Council: (12) Marshall and Lucy Magruder: (13)

Wilhiam L. and Ellen L. Kurz: (14) Emibio E. Falco. Ph.D.and Jean AL Titilah: (13) Jean England

Neubauer: and (16} the Center for Biological Diversity. Inaddition. the ACC Utities Division participated !

in this proceeding. represented by Teena Wolle. Esy. and Janet Wagner. Esy.

Atthe conclusion ofthe hearing and deliberations. the Commitiee. having received and considered
the Application. the appearances of Applicants and all intervenars. the evidence. testimony and exhibits
presented by Applicants and all intervenors, the comments made by persons making limited appearances
and the comments of the public. and being advised of the legal requirements ofA‘rrizona Revised Scétures
gections 40-360 @ 40-360.13. upon motion duly m-ade and seconded. voted to urant Applicants the
tollowing Certificate of Environmental Compatibifity {Case No. Ty

Applicanis and their assignees are granted a Certficate of Environmental Compatibifity authorizing
the construction of (1) a double cireut. 343kV transmission line running 't'z'oml TEP's exis{éﬁf__; South
Substation to the new TEP Gateway Substation: {i1) the Citizens/TEP 343kV interconnec’gtion; (ii§) ti‘ae new
Citizens” Gateway 3437 113kV Substation and approximately three miles of 115kV transmission line o
co:ﬁplete the second line to Citizens” existing Valencia Substation: and (iv) approximately two miles of
345KV transmission ling to interconnect with the Comision Federal de Electricidad ("CFE") transmission
systern at the United States/Mexico border as described more fully in Section 4.2 of the Application.

Applicants and their assignees are granted a Certificate of Environmental Compatibility for the
preferred 343KV westerly route (the "Preferved Route™). which is deseribed more fully in Section 4.2.5.1

of the Application.

> At the telephonie procedural conterence held on April 30, 2001, the Green Valley Community
Coordinating Council withdrew s intervention.

pECISION N0~-{2—(g§‘
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. Applicants and their assigness also are aranted tis Ceruticate of Environmental Companbiiin tor "
2 constructon of Cltizens” THRY Bine tna 1.OU0 tootwide cormidor on either side of the alicnments deseribed
3 . - . . - \- . . R . H
in the first two paragraphs of Section 4.2.3 4 of the Application together with an altemative o construct o
" il parallel single-circuit Jine for the final approximately 0.4 miles of the Preferred Citizens” Route.
!
In addition. Applicants and their assignees are granted this Certficate of Environmental !
‘ é
Compatbility for construction of the substation facilities. which are described more fully in Section 4.2.1.5
of the Application.
: g
The Certificate of Environmental Compatibility 1s granted upon the tollowing conditions: k
- f
’ z
1. Applicants shall obtamn all required approvals and permits necessary to
10
‘ }
. ~ consiruct the Project. j
= : ]
- 2. Applicants shall comply with a\} existing apphicable laws. environmental ,
13 control standards and regulations. ordinances, master plans and !
14 regulations of the United States. the State of Arizona, Pima and Santa
15 ' Cruz Counties, the City of Nogales. the Town of Sahuarita. the Tohono
16 O Odham Nation, and any other governmental entities having jurisdicuon.
17 " . . .
3. As 10 the Preferred Route. Applicants shall construet the Project
la bl - . 1 B . - - - - -
ransmission lines only within the corridor more fully described in Exhibit
i9
1. artached hereto (the "Route Corridor”).
20
4. Applicants shall meet and conter with landowners who are within or
21
adjacent to the Route Corridor and other interested parties in order to
22
develop a plan for specific pole locations that will mitgate the
23
.. environmental and visual impactof the Project transmission hines within
.5 the Route Cormndor.
e
secision no _P¥3SE
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Applicants shall. prior o construction of the Project transatission lines.
conduct the studies recommended m the Report of The Huarris
Ervironmental Group. fne. attached w the Joint Applicavon as Exhibit €
CHarts Report”y and attached hereto as Extubag 2,
Applicants shall implement the mitgation measwes set forthin the Hams
Report and those recommended in the additional Harris Report studies.
Applicants shall also contnue to completion those studies that are
ongoing as identified fhe Harris Report.
Applicants shall tile with the ACC, in this docket. the findings of the
additional Harris Report studies.
Applicants shall retain an archa'cologist to beonsie duriz}g construction
actvities to advise them in connection with any additional archaeological
studies that may be required and any mitization eftorts for archak::oiogica'i
! -
sites that may be affected by the construction ol the Project transimission
lines. The archaeologist shall meer and conter with representatives of
local tribes and historical societies to determineg sensitive areas and
mitigation options.
Applicants shall retain a biologist to be on site during construction
activities in connection with any additional biological studies that may be
required and to advise them in connection with any mitigation eftforts for

any species that may be atfected by the construction of the Project

ransmission lines.

-3 DECISION NO.M
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Applicants shall consult with the State Flistonie Preservation Office o

advise them in connection with any mutization efforts tor any historica!l
sites attected by the construction of the Project ransmission lines and am
hiétoricai sites identitied and made known t them {any imtormation on
historical sites in the record of Case No. 111 s deemed known 1o the

applicant).

i the final design and construction of the wansmission {ine.

Applicants shall:

(a) use structures of o non-reflective nature that are 10 the uredtest
extent possible consistent with the terram and vegetation through
which they are installed.

(o) use non-specular conductors and dulled structuses of a selt-

weathering material and color suitable to the termain and

vegetation.

. Betore construction on this project may conunence. the Applicants must

file a construction mitigation and restoration plan with ACC Docket
Control. Applicants shall. within ene year of completion of the Project.
rehabilitate to its original state any area disturbed by construction of the
Project, except for anv road that may be necessary to access the
transmission lines tor maintenance and repair.

The goals ot the Plan will be to:

. Avoid impacts where practical:
. Where impacts are unanvoidable, mimmize impacts: and
~{y-
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. Focus on site preparaiton o faciiate natural processes of
revegetalion.

Other kev elements of the Plan are wo:

. Emphasize  hnal siie prepuration @ encourage  natural
revegeianon:

. Avoid (Fe.. reserve) where prachcal. maware natve trees:

. Stipulaie 2 maximun construction corridor width:

. Preserve topsotl and plant materiuls from the nght-of-way before

vrading. and respread over the sight-of-way after construction is
compiete:

. [imprint the restosed right-of-way o provide indentations to catch
seed and water;

» Implement best management practices 1o protect the sgéi;

. Apply resioration methods that have been shown to work i the
PpRL

desert environment:

. Prevent the spread of noxious weeds or other undesirable species:
and
. Apply methods to discourage unauthorized oft-highway-vehicle

{OHV) use of right-of-way.
. In connection with the Western Svstems Ceordinating Counctf review

aracess, TEP shall provide o the ACC Utilities Division requested

7 DECISION NO.MJ@
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techical information regarding any interconnection plans bebween TEP
and CFE.

14 TEP shall nonty the ACC Uiilites Division. within thirev (30) davs af
execution. of the existence of any agreement between TEP and CFE and
shall provide amy techmcal studies performed 0 investivae the
interconnevtion between TEP and CFE.

13 Applicants shall file with the ACC. m Docketno. L-00000C-01-011 1 and
L-00000F-01-0111. a copy of the federal Environmental Impact
Statement ("E1S™) and associated Records of Decision. when completed.
for the Project.

16, Applicants shall comply with the recommendations of the EIS.

17. This authorization to construct the Project will expure three vears trom the
date the Certificate of Environmental Compaubiline s approved by the -
ACC. Applicants shall have the right w apphy 0 the ACC tor 31‘1
extension ot this time limitation.

{3, Alirransmission structures shall be placed a minimum ot 100 feet from the
edue of existing uas pipeline right of way. .

{0. Common structures shall not be used to double circutt the new 113 KV
vansmission line approved heremn with Citizens™ exisung 115 kY
rransimission line.

20, Distribution substation feeder tie lines shall not be attached to structures

supporting the 113 kV lines approved herein. Applicants or thetr assigns

-N- DECISION NO. Lo hISZ
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miay apphy to the ACT fora walver of thiscondition in the event of Ruture

SVSIEM eXPANSION.

. Citizens shall make necessan svstems improvements to ensure continuity

of service in the event ot an outage on the new 1KY gansmission line
approved herein and shall submitsyvstem improvement plans o the ACC
Cialities Diviston sixo months rom the date this Certiticate of
Environmental Companbiliny s upproved by the ACC,

Appticants shall participate as & consulting party with the lead tederal
ageney. the State Historie Preservuuon Otfice ("SHPO™). and the state
and _federai land managing agencies in the tederal compliance process (i.¢..

36 C.F.R. 800y 1o reach a finding of the effect and 1o resolve adverse

eftects. it any.

. Should federal involvement in anv part or all of this project be removed

or not occur, the Applicants shall continue to consult with SHFO in the
state compliance process to reach a detemnmiination of impact and resolve

impacts. it any.

. The Applicants shall ensuwre consultation with [ndian tribes regarding the

potential impacts to historic properties. particularly traditional cultural
places. that may be present within. or adjacent 10. the proposed corridor,
and resofve adverse effects. ifany. Such consultation shall be do:}e ina
sensitive manner respecttul of ribai sovereignty and concerns regarding

confidenuality.

- DECISION NO. _éﬂ_i_ﬁ—é
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. The Appheants shall mnclude in the veographic area aftected by the project

(e area of potenual ettect). the final right-of-wav and buffer zone. new
and existing access roads. matenal source pits (1f any). and equipment

staging areas.

. The Applicants shall sponsor the necessary studies to complete the

historical site dentification eftort as part of the federal or sute
compliance process. This may include a cultural resources survey.
archacological testing. or cthnographic study performed under the
dirsction of professionals that meet the Secretary of the Interior's

qualification standards and permituing requirements ol the appropriate

land-managing entties.

1 historic property cannot be avoided. Applicants shall sponsor the

necessary studies or take the appropriate actions to lessen or mitigate the
impacts as part of the federal or state compliance process. This may
include archaeological data recovery (i e, excavations). archival research

and structure documentation.

. After construction, Applicants, in conjunction with the land-managing

agency. if any. shall allow Arizona Site Stewards. a volunteer-statted
SHPO program. to periodicatly inspect the sites present within the

corridor for vandalism or damage.

-10-
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BEFORE THE ARIZONA CORPORATION COMMISSION

MARC SPITZER
" Chairman
Wﬂ,Li%lgi £n fS‘SiUOInEEDrELL Arizona Corporation Commission
JEFF HATCH-MILLER - DOCKETED
‘ Commissioner
MIKE GLEASON _ BEC 09 2003
, Commissioner ‘
KRISTIN K. MAYES DOCKETED BY
Commissioner nzﬁ
IN THE MATTER OF SERVICE QUALITY ISSUES, DOCKET NQO. E-01032A-99-0401
ANALYSIS OF TRANSMISSION ALTERNATIVES 66615
AND PROPOSED PLAN OF ACTION IN THE SANTA DECISION NO. o
CRUZ ELECTRIC  DIVISION OF CITIZENS _ S T
UTILITIES COMPANY (NOW THE SANTA CRUZ ORDER . :
DIVISION OF UNISOURCE ELECTRIC) :

Open Meeting = - -
December 2 and 3, 2003 ,
Phoenix, Arizona . L e e

BY THE COMMISSION:

FINI)INGS OF FACT

L. In Decision No. 62011 (November 2, 1999), the Comm;ssmn approved a Scttlement .
Agreement between Citizens Communications Company (“Citizens”) and Staff of the Utilities

Division (“Staff”) which mandated the construction of a second ftransmission line to 'Nogaies,

Arizona by December 31, 2003. The purpose of the second transmission line is to improve the |

_ reliability of service to Citizens’ customers in Santa Cruz County. T he S_ettlemeht-Agreement states

that Citizens would pay a penalty of $30,000 per month for each full month of deiay m the |
construction after December 31, 2003. The Settlement Agrecment also allows for Citizens to file for a
delay in the construction date and/or the waiver of the penalty no later than December 31, 2003.
2. In Decision No. 64356 (}anuary 15, 2002), the Commzssmn granted Joint Applicants
Tucson Electric Power Company (“TEP”) and Citzzens a Certificate of Environmental Compatiblhty =
(“CEC”) to construct the proposed Gateway 345 kV and 115 kV Transmission Pro;ect (“Gateway | ‘

Project™) for the preferred western route, which had been granted by the Arizona Power Plant and

- Decision No.
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Transmission Line Siting Committee (“Committee”). The Gateway Project incorporated the second
transmission line required by the Commission in Decision 62011. Need for the Gateway Project was
established in that docket.

3. - Staff testified as to the need-for the second transmission line in both proceedings

(Docket Nos. B-01032A-99-0401 and L-00000C-01-0111/L-00000F-01-0111). = Customers of

Citizens in Santa Cruz County had been experiencing more outages over a greater period of time such

that construction of a second transmission line is essential in order for an acceptable quality of
service to be achieved. Staff testified that continﬁity of service could not be assured for residents of
Santa Cruz County as long as a radial ‘transmission line is the sole means of connecting .Ci.-tizens.’ N
Santa Cruz Electric Division Facilities to the westerﬁ._eiectric grid. During the hearings under Docket
No. L~00060C¢01—011i/L-OOOGOF\OI—Ol11, Citizeﬁs'offered a load forecast as exhibit RAC-2 and }.
testified that Santa-Cruz County load could exceed the 60 MW fating of the existinfg.lls kV line as
early as the summer of 2003, |

,4_ - A second transmission line ta Citizens’ electric service area is required and is tﬁe only
means to resoive the service reliability problem to Santa Cruz County.

5. The Gateway Project approved in Decision No. 64356 addresses the service reiia‘bility
problem in Santa Cl;uz County and offers added benefits, such as improved reliability with an
additional 345 kV transmission line and an interconnection with Mexico.

6. On August 5, 2003, TEP and Citizens filed a Joint Application for Delay of thé In-
Service Deadline of, in the Altemnative, Waiver of Penalties and For Other Approptiaté Relief "(“"J’oint
Application”) under this Docket. The Joint Application requests for a delay in the in-service date of
the second transmission line from December 31, 2003, and a waiver in the penalty provision of the
Settlement Agreement approved in Decision 62011. The reasons for the delay cited in the Joint
Application are to ébtain the required approvals from federal agencies. The Joint Application states
that because the western route approvéd by the Commission in Decision No. 64356 crosses a
substantial amount of federal land, including portions of the Coronado National Forest, the appféval
of a land-use plan amendment for U.S. Forest Service lands and a right-of-way permit from the U.S.

Forest Service are required. Furthermore a Final Environmental Impact Statement (“EIS”) is also

66615
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required. The federal agencies involved in approving the Gateway Project include the Depaﬁment of
Energy (“DOE”), the Bureau of Land Management (“BLM™), the U.S. Forest Service (“USFS”), and
the US International Boundary Water Commission (“USIBWC”}..

7. Substantial efforts have been made by TEP and Citizens to construct the G:;teway
Project since receiving a CEC from the Commission. These efforts include, but are not limited to, (1)
substation design and site work; (2) design of the 115 kV and 345 kV interconnections; and (3}
preliminary engineering, routing and environmental work for the lines and contacts with landowners
regarding surveying right of way and easement paths and acquisition.

8 TEPand Citizens cite that the delays in the federal EIS process are beyond theif
control. The federal EIS process began in August, 2000. However, the federal EIS efforts were
impacted by numerous local and national events, including, but not limited to the September 11, 2001 |
terrorist attacks, the anthfa.x scare and the forest fires, which lead to the closing of the Coronado
National Forest in 2002 and & competing Public Service Company of New Mexico transmissioﬁ
project. The above circumstances adversely impacted the federal EIS process and contributed to
delays for the Gateway Project.

S. On October 10, 2003, TEP and UniSource Electric, Inc. (“UNS Electric™} filed their
supplement to the Joint Application. Citizens sold its electric assets to UniSource Energy
Corporation, which then formed UNS Electric. Unisource Energy Corporation is also the parent
holding company for TEP. The CEC for Citizens has since been transferred to UNS Electric. The |
supplement proposes to provide short-term relief until the second transmission line is constructed and
becomes operational by (1) installing 25 MVAR capacitor banks on the 115 kV system to support
system voltage in the Nogales area and (2) installing an emergency tie between TEP’s existing 46 kV
line and the Kantor substation. TEP claims these two actions when coupled with operation of the
Valencia generating units in Nogales are expected to enable service restoration capability to 70 MW
of load in Santa Cruz County following a transmission ﬁne.outage. The existing transmission line is
currently rated at 60 MW. |

10.  Staff believes the improvements proposed by TEP and UNS Electric are needed and

would likely be required even with the addition of the second line to Nogales. While the

66615
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iﬁ_lprovements will be able to serve load in excess of 60 MW without réfying on the Valencia
generating units, the improvements will niot obviate the interruption of service.to Santa Cruz County
when the outage of the existing transmission line occurs.

11,  The Seftlement Agreement 'appro{red in Decision No. 62011 committed Citizens to
Plan of Action as filed by Citizens on April 15, 1999, and supplemented on May 7 and July 13, 1999
and incorporating Staff recommendations contained in pre-filed testimony of those proceedings. The
Plan of Action included construction,bpefaﬁcn and maintenance of new distribution infrastructure,
improved restoration of service folld\}ving transmission outages by use of newly developed restorative
switching protecal,_maintaiﬁing a .distribiztion system operation center with remote supcrvisory
control and data acquisition (“SCADA™) dapability and ﬁlacing the Valencia generating units in
standby mode dunng storm season. | ‘

12.  Staff believes that UmSonrce Energy Coxporatmn s acquisition of szens Santa
Cruz electric assets will offer operational improvements by relying on the operational expertise and
close proximity of field persohnel from TEP: Staff-}écomineﬁds that TEP and UNS Electric ‘update
the Plaiy of Action to take full advantage of such opportunities per Decision No. 66028. ‘Staff '
recommends that TEP and UNS Electric submit an updategi “Outage Response Plan” within ninety

(90) days of the effective date of this order that addresses the foliowing:

a. Can Citizens operating procedures be improved to shorten the restoration time
for transmission outage events utilizing TEP’s operations center and field
personnel?

b. ‘Are any of the following 1mprovements cost éffective as interim restoration of

service solutions to the construction of a second transmission line?

i. A limited number of automated or remote controllcd distribution feeder ties
between substations.

ii. Improved remote electronic dispatch control capability of the Valenma
generator or improved generator controls.

C. What refinements are appropriate in Citizens” RAC-2 peak load forecast?
Please define the annual hours of exposure when load is forecast to exceed the
capacity of the existing transmission line.

d. - Is the proposed mterconnectlon with Mexico at the Gateway substatmn an
interim service restoration solution for delay of the proposed South to Gateway
transmission line through the Coronado National Forest?

66615
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€. How much emergency service is available from TEP via a Kantor feeder tied
to TEP’s 46 kV line?

i3. Staff further recommends that Staff would then file a subsequent repbrt ccminenting
on the sufficiency of the updated Outage Response Plan within thirty (30) days of the updated Qutage
Response Plan being filed by TEP and UNS Electric. ,

14.  Staff recommends that the in-service/need date for the second’ transmission line
required by Decision No. 62011 not be changed. The fact, that the required in-service date is not
going to be achieved does not negate the need fof the line.

..15.. . Staff further recommends that thc..penalties- that would become. effective Januafy I‘,
2004 be :waived until .Tuﬁe 1, 2004. Staff believes TEP and UNS Eleciric ﬁave made substantial
efforts to construct the second transmission lit}e by Dacembér 31, 2003. .Furﬂ-lennore, Staff believes .
the reasons for the delay are attributable to thé circumnstances that impacted. the federal EIS. and
permitting processes and obtaining all of the requisite federal approvals. Staff recommends a waiver
untif June 1, 2004, so that TEP and UNS Electric have sufficient time to investigate, budget and
update the Citizens Plan of Action to reflect the added value of their operational expertise and
personnel, as well as affording an opportunity for the DOE to publish the Final EIS in the Federal
Register reflecting the recomrﬁcnded action of each of the cooperating federal agencies,

16.  Staff further recommends that prior to June 1, 2004, this matter apﬁear on a
subsequent open meeting so that the Commission clould (1} determine sufficiency of the TEP and
UNS Electric updated Qutage Response Plan; (2) receive updates on the federal process; (3) address
further waiving of the penalty for a prescribed period beyond June 1, 2004; and (4) establish a
process for (a) reviewing the TEP and UNS Eiectric Qutage Response Plan such that it remains
sufficient, (b) providing further updates on the federal proces;s, and (c) addressing future waivers of
the penalty beyond the prescribed period.

17. It is reasonable to require TEP and UNS Electric to submit the updated “Critical
Response Plan” described in Findings of Fact No. 12 within sixty (60) days of the effective date of

this order.

66615
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CONCLUSIONS OF LAW

I. ‘TEP and UNS Electric are public service corporations- within the meaning of Article

IXV, Scctmn 2 of the Arizona Constitution.

2. The Commission has jurisdiction over TEP and UNS Electric and over the subject
matter of this docket. -
3. Staff’'s recommendations in Findings of Fact Nos. 12, 13, 14, 15 and 16 are

reasonable, in the public interest and should be adopted.

4. It is reasonable to require TEP and UNS Electric to submit the updated “Critical

‘Response Plan” described in Findings of Fact No. 12 within sixty (60) days of the effective date of.§ . ..

.

this order.
5. There is good cause justifying waiver of the $30,000 per month penalty included in the |.

Settlement Agreement approved in Decision No. 62011 until June 1, 2004, pending an updated
Qutage Response Plan. | ’
| : ORDER

IT IS THEREFORE ORDERED that the $30,000 per' month penalty in the Settlement
Agreemeat that was approved in Decision No. 62011 shall be waived until June 1, 2004.

IT IS FURTHER ORDERED that the in-service/need date for the second transmission line
shall remain December 31, 2003.

IT IS FURTHER ORDERED that TEP and UNS Electric shall submit an updated “Outage-

Response Plan” within sixty (60) days of the effective date of this order that addresses the following:’

a. Can Citizens operating procedures be improved to shorten the restoration time for
transmission outage events utilizing TEP’s operations center and field personnel?

b. Are any of the followmg unprovements cost effective as interim restoration of
service sclutions to the construction of a second transmission line?

i. A limited number of automated or remote controlled distribution feeder ties
between substations.

ii. Improved remote economic dispatch control capability of the Valencia
generator or improved generator controls.

¢. What refinements are appropriate in Citizens” RAC-2 peak load forecast? Please
define the annual hours of exposure when.the load is forecast to exceed the
capacity of the existing transmission line.

66615
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d. Is the proposed interconnection with Mexico at the Gateway substation an interim
service restoration solution for delay of the propesed South to Gateway
transmission line through the Coronado National Forest?

e. How much emergency service is available from TEP via a Kantor feeder tied to
TEP’s 46 kV line? :

" IT IS FURTHER ORDERED that Staff of the Utilities Division shall file a Report within
thirty (30) days of the filing of the updated Outage Response Plan by TEP and UNS Electric, which

comments on the sufficiency of the updated Outage Response Plan.

2]...
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-I’I‘ IS FURTHER ORDERED that prior to June 1, 2004, that this matter be placed on a
subsequent open meetmg be. heid int order to (1) determine sufficiency of the TEP and UNS Elecmc
updated Outage Résponse Plan; (2) receive updates on the federal pmcess 3) address further waiver
of the penalty for a prescribed period beyond June 1, 2004, and (4) establish a proqess for (a)
reviewing the TEP and UNS Electric Outage Response Pian such that it r;eméins‘ sufficient, (b}
providing further updates on the federal process, and (c) addressing future waivers of the penalty
beyond the pfescribed period. | ' ‘

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION =~ . °

%r// /// W Os%m MM

COMMISSIONER SSIONER

COMMISSIONER COMMISSIONER ™

IN WITNESS WHEREQCF, I BRIAN C. McNEIL, Executive
Secretary of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capitol, in the City of Phoenix,

this A day of Dacewnloe! , 2003.

/////%Z/

Executx Secret

DISSENT:

DISSENT:

EGI-IDS:IhmVUDG
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SERVICE LIST FOR: CITIZENS UTEYFEES COMPANY

DOCKET NO. E-01032A-99-0401

Mr. Raymond S. Heyman _
Roshka Heyman & Dewulf, PC

One Arizona Center . '
400 Rast Van Buren Street, Suite 800
Phoenix, Arizona 85004 '

Mr. Michael M. Grant
Gallagher & Kennedy, P.A.
2575 East Camelback Road
Phoenix, Arizona 85016-9225

Mr. Walter W. Meek™ ~ *- :
Arizona Utility Investors Association
2100 North Central Avenue, Suite 210
Phoenix, Arizona 85004

Mr. Hugh Holub ;
Nogales City Attorney
777 North Grand Avenue
Nogales, Arizona 85621

Mr. Lawrence Robertson

Munger Chadwick, PLC

333 North Wilmot Road, Suite 300
Tucson, Arizona 85711

Mr. Stephen Ahearn -
Residential Utility Consumer Office
1110 West Washington Street, Suite 220
Phoenix, Arizona 85007 '

Mr. Ernest G. Johnson
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

M. Christopher C. Kempley
Chief Counsel

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007
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TO: Docket Control
CORP COMMISSIGN,
FROM:  Emest son AYBGUMENT CONTROL
Director

Utilities Division
DATE: May 27,2004

RE: STAFF REPORT ANALYZING TUCSON ELECTRIC POWER AND UNISOURCE
ENERGY SERVICES RESPONSE TO DECISION NO. 66615 REGARDING THE
TEP AND CITZENS COMMUNICATION COMPANY JOINT APPLICATION
FOR DELAY OF IN-SERVICE DATE OR WAIVER OF PENALTIES
(DOCKET NO. E-01032A-99-0401)

Attached is an Arizona Corporation Commission Staff (“Staff”) Report regarding the
sufficiency of the Tucson Electric Power Company ("TEP”) and UniSource Energy Services
(“UES”) response to Commission Decision No. 66615. This report supplements and augments a
March 11, 2004 Staff Report and considers both the February 9, 2004 filed TEP and UES
response and their April 30, 2004 supplemental response with an associated May 3, 2004 errata.

The April 30, 2004 filed TEP and UES supplemental response satisfactorily responds to
deficiencies noted by Staff in its March 11, 2004 Staff Report regarding the companies® prior
response to questions raised by the Commission in Decision No. 66615. The TEP and UES
supplemental response also satisfactorily:

1. Updates the power plant operations procedure and the transmission service restoration
procedures previously approved as elements of Citizens” Outage Response Plan, and

2. Modifies the UES Switching Procedures by refining the expected time required to restore
service following a transmission line outage with the proposed 46 kV TEP emergency
feeder tie to Kantor and all proposed remote controlled transmission and/or distribution
feeder switching improvements.

It is Staff’s opinion that TEP and UES have taken all reasonable steps in their Outage
Response Plan to improve their ability to restore service following an existing fransmission line
outage. On this basis, Staff finds the TEP and UES Outage Response Plan to be sufficient.
However, the Commission ordered UES’ predecessor, Citizens, to build facilities that assure
electric customers in Santa Cruz County have reliable service founded on the principle of
continuity of service for outage of a transmission line as opposed to restoration of service, This
requirement can only be achieved via a second transmission line to Nogales. Even with the new
transmission line, a Reliability Must Run (“RMR”) condition is expected to exist in Santa Cruz
County by the summer of 2008 per the new UES forecast. In fact, the RMR operation of the
Valencia generating units becomes inadequate when the Santa Cruz County load reaches




approximately 75 MW. According to the UES forecast (Exhibit 2} the 75 MW load level may be
xperienced by the summer of 2010.

Therefore, Staff recommends that this matfer appear on an open meeting so the
Commission may make a determination that the TEP and UES updated Outage Response Plan
for Santa Cruz County is sufficient. Staff firther recommends the Comumission approve and
order the following items:

1. Continued waiver of penalties, first authorized by Decision No. 66615, retroactive to
June 1, 2004, conditioned upon achievement of the following improvements solely under
the control of the applicants:

a.

UES documented construction completion and operation of 25 megavolt-amperes
reactive (“MVAR”) of new shunt capacitors dispersed among feeders originating
from each UES distribution substation in Santa Cruz County by July 1, 2004,

TEP demonstrated remote conirol startup of Valencia generating units and
synchronization with the Westem Interconnection transmission system by July 1,
2004.

TEP demonstrated remote emergency restorative switching capability to serve
Kantor and Cafiez substations from Canoa and remote switching for service
restoration to Sonoita and Valencia substations via Valencia generators by July 1,
2004.

TEP documented construction completion of a 46 kV emergency tie line, of at
least 20 megawatt (“MW™) capacity, between the TEP Canoa Substation and the
UES Kantor Substation. ($1.9 million by August 31, 2004)

TEP documented completion of GIS data conversion to Smallworld (Fuly 2004),
STORMS (October 2004), and Outage Management System (December 2004)
software by January 1, 2005. '

2. Waiver of penalties after August 1, 2004 be further conditioned upon completion of the
following processes which are not solely under the control of the applicants:

a.

The annual TEP and UES selficertification letter due to the Commission on
August 1 per Certificate of Environmental Compatibility (“CEC™) Condition 29
must include:

i. Documentation by TEP and UES of how they have expended every
reasonable effort to expedite the timely resolution of the Federal EIS and
permitting processes.

it. Documentation by TEP and UES of how they have expended every
reasonable effort to expedite and timely obtain from all state, county and




local governmental agencies, especially the State Land Department, all
required approvals and permits necessary to comnstruct the project as
defined in Condition 1 of their CEC.

b. Given that the second transmission line to Nogales will not be constructed by
January 15, 2005, the Commuission expects TEFP and UES to seck an extension of
time for their CEC before it expires. According to Condition 17 of the CEC
granted by Decision No. 64356, TEP and UES authorization to construct the
subject transmission facilities expires three years from the date (January 15, 2002)
the CEC was approved by the Commission.

c. Any TEP and UES request for extension of time of their CEC granted by Decision
No. 64356 must be accompanied by:

i. Filing of a completed Federal Final EIS and associated Records of
Decision from the various Federal Agencies with the Commission in
accordance with Condition 15 of their CEC, and

il. Revised project completion dates reflecting the outcome of the federal,
state and local permitting processes.

. Waiver of the storm season spinning reserve requirement of Valencia generating units
approved by Decision No. 62011 shall become effective once the above conditions 1.2
through 1.d are all met.

. Waiver of monthly black start testing of turbines once they are tested in accordance with
Southwest Reserve Sharing Group (“SRSG”) requirements and are found to be in
compliance as documented by correspondence from SRSG and continue to be so tested.

. TEP and UES shall commence data collection and retention to document annual

distribution system reliability indices System Average Interruption Frequency Index
(“SAIFT”) System Average Interruption Duration Index (“SAIDI”) and Customer
Average Interruption Duration Index (“CAIDI”) as defined by Institute of Electrical and
Electronic Engineers (“IEEE”) 1366, on an on-going basis for each distribution feeder
and distribution substation. Such data must also be aggregated to establish the
distribution system reliability indices for each division or geographical sub-region of
their respective service areas, This annual reliability data is to be made available upon
request by Staff.

. TEP and UES shall document, upon request of Commission Staff, enforcement of its
customer power factor requirements and all system improvements made to assure
appropriate system voltage control within Western Electricity Coordinating Council
(“WECC"} and National Electric Safety Code {“NESC”} requirements.




7. RMR Studies are to be performed and solutions necessary to resolve system RMR
deficiencies currently forecast for 2008 are to be determined and reported as part of the
TEP and UES ten year transmission plan by January 31, 2005.

The above recommendations presume an on-going process for continued Commission oversight
of TEP and UES compliance with its order to construct a second transmission line to serve
electric customers in Santa Cruz County and the City of Nogales. The proposed process is
founded on the principle that a waiver of penalty granted to TEP and UES in Decision No. 66615
will continue in effect as long as TEP and UES comply with the conditions recommended above.
Compliance with conditions requiring demonstration of consfruction and operation of new
facilities will be verified by the Utilities Division Engineering Staff. Compliance with conditions
requiring documentation by TEP and UES will be determined by the Utilities Division
Compliance Office. TEP or UES failure to satisfactorily comply with any of the above
recornmended conditions may warrant the Conunission initiating new proceedings to rescind the
waiver of penalties.
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